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I. BUDGET OVERSIGHT COMMITTEE TRANSMITTAL LETTER 
 
September 5, 2006 
 
 
Honorable Mayor and City Council 
Long Beach, California 
 
Dear Colleagues: 
 
The City of Long Beach Budget Oversight Committee (BOC) is pleased to transmit a summary 
of our progress and recommendations regarding the Fiscal Year 2007 (FY 07) Proposed Budget 
for your consideration. 
 
In accordance with the original Financial Strategic Plan that was endorsed by the City Council in 
2003, the BOC has continued to explore and develop the means both to stabilize the City’s 
current fiscal situation and to ensure its future solvency.  Ten separate meetings were held from 
February 2006 – August 2006, to discuss a variety of issues impacting the City’s budget.  
Although the journey has been, and will continue to be arduous, we are pleased that the 
combined efforts of the City’s elected officials, staff and the community have brought the goal of 
completely eliminating the City’s structural deficit to fruition. 
 
A special acknowledgement is in order for the former founding members who served on this 
committee, Councilwoman Jackie Kell and Councilwoman Tonia Reyes Uranga, and to 
Suzanne Mason, Mike Killebrew, and other City staff for their thoroughness and openness in 
discussing a complex subject that thwarted the City of Long Beach’s impending financial crisis. 
 
As we look forward, there are many possible options to consider to maintain the fiscal stability 
achieved over the past three years.  By considering the possibilities without prejudice, we 
believe all viable solutions will receive due consideration as the City Council adopts the FY 07 
budget. 
 
We acknowledge the difficult and potentially controversial nature of some of the 
recommendations we are asking you to implement.  However, we believe that by taking 
measured and well-considered actions now, we are declaring and ensuring that “fiscal 
responsibility” will continue to be the City’s watchword now and in the future. 
 
Sincerely, 
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II. EXECUTIVE SUMMARY 

  
Since, the Budget Oversight Committee (BOC) fills a year-round role in advising the full 
City Council on budget-related issues, we examine in detail the City Manager’s 
proposed funding recommendations in the annual budget, as well as formulate our own 
recommendations.  In 2006 the BOC continued its aggressive pace by holding ten 
public meetings and reviewing hundreds of budget-related documents.  The BOC 
activities and the Fourth Annual Budget Summit fostered an environment that 
encouraged fiscally responsible actions that are consistent with the City Council’s goals 
and community expectations.  Fiscal oversight from the BOC is a critical step in the 
budget adoption and implementation process, in that it provides time necessary for the 
City’s elected body to explore details of the City’s finances, and completes the cycle of 
stakeholder involvement that includes the community, City staff, employees and elected 
officials.   
  
The BOC agrees with the general direction of the FY 07 Proposed Budget and 
commends the City Manager for providing the first structurally balanced budget in over 
20 years.  This report identifies additional recommendations for the City Council’s 
consideration and inclusion in the FY 07 Adopted Budget.   
 
The primary objective of this report is to share the findings of the BOC’s 8-month 
discussion about the City’s finances and to transmit recommendations that would 
enable the delivery of a balanced budget, as well as protect core services and programs 
that reflect the priorities of Long Beach residents, businesses and the City Council now 
and into the future. 
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III. CITY OF LONG BEACH FINANCIAL POLICIES 
 
The City Council adopted the following Financial Policies in September of 2003 as part 
of the Financial Strategic Plan Implementation.  On July 11, 2006, upon the BOC’s 
recommendation, the City Council adopted a revised policy on User Fees and Charges 
as reflected below.  The BOC strongly believes in the importance of the Long Beach 
Financial Policies.  All budget related recommendations included in this report are made 
in accordance with the policies listed below. 
 
1) Structurally Balanced Budget 

 
The annual budgets for all City funds will be structurally balanced throughout the 
budget process. Recurring revenue will equal or exceed recurring expenditures in 
both the Proposed and Adopted Budgets. If a structural imbalance occurs, a plan will 
be developed and implemented to bring the budget back into structural balance.   

 
2) Report on How the Budget is Balanced 

 
The City Manager will include in the narrative transmitting the Proposed Budget a 
concise discussion on how the proposed budget is balanced. If the structural 
balance changes between the Proposed and Adopted Budgets, the City Manager 
will clearly delineate the changes and the resulting structural balance in the Adopted 
Budget.  

 
3) General Fund Reserves 

 
The City shall maintain an Emergency Reserve equivalent to 10 percent of General 
Fund recurring expenditures and an Operating Reserve equivalent to 10 percent of 
General Fund recurring expenditures.  If these reserves are used, a plan will be 
developed and implemented to replenish the funds used. 

 
4) Use of One-Time Resources 

 
Once the General Fund budget is brought into structural balance, one-time 
resources such as proceeds from asset sales, debt refinancing, one-time grants, 
revenue spikes, budget savings and similar nonrecurring revenue shall not be used 
for current or new ongoing operating expenses. Appropriate uses of one-time 
resources include establishing and rebuilding the Emergency Reserve and the 
Operating Reserve, early retirement of debt, capital expenditures and other 
nonrecurring expenditures.   

 
5) Use of New Discretionary Revenue 
 

Once the General Fund budget is brought into structural balance, a minimum of 10 
percent of all new (ongoing) discretionary revenue will be devoted to capital projects 
including deferred maintenance and infrastructure needs. 
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6) Accounting and Financial Reporting  
 

The City will conform to Generally Accepted Accounting Principles as promulgated 
by the Governmental Accounting Standards Board (GASB).  Reporting will include 
the following:  
 
¾ Interim Financial Reports: staff will prepare monthly reports for the City Council 

that analyze and evaluate financial performance. 
 
¾ Red Flag Exceptions: The City Manager shall advise the City Council of troubling 

and/or positive financial information including an assessment of the impact on the 
City budget and financial condition.  Thresholds for this reporting include: 

 
• Whenever a major expenditure exception occurs that will impact a fund’s 

expenditure budget by one percent or totals over $500,000; or 
 
• Whenever a major revenue exception occurs that will impact a fund’s revenue 

budget by one percent or totals over $500,000.  
 

7) User Fees and Charges 
 
The City of Long Beach is empowered to recapture, through fees, up to the full cost 
of providing specific services.  Regular and consistent review of all fees is necessary 
to ensure that the costs associated with delivery of individual services have been 
appropriately identified, and that the City is fully recovering those costs.  It is the 
City’s policy to set user fees at full cost recovery levels, except where a greater 
public benefit is demonstrated to the satisfaction of the City Council, or when it is not 
cost effective to do so. 

 
8) Grants  
 

City staff will seek out, apply for and effectively administer federal, state and other 
grants that address the City’s priorities and policy objectives and provide a positive 
benefit to the City.  Before any grant is pursued, staff shall provide a detailed pro-
forma that addresses the immediate and long-term costs and benefits to the City.  

 
9) Long-Term Financial Plan 
 

Each year, staff shall develop a Long-Term Financial Plan that forecasts operating 
expenditures and revenue for the next three to five years and capital expenditures 
and revenue for the next seven years. The Long-Term Financial Plan will be updated 
prior to the start of the annual budget process.  As part of the budget message, the 
City Manager will advise the City Council of potential long-term positive and adverse 
trends along with his or her analysis of the trends.  The Long-Term Financial Plan 
will include, but not be limited to, an analysis of such factors as:  
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¾ Economic Growth Rates 
 
¾ Retail Sales Activity 

 
¾ State of California Revenue and Expenditure Impacts 

 
¾ Census Data 

 
¾ Residential Development Activity 

 
¾ Industrial Activity 

 
¾ Demographic Changes 

 
¾ Legal and Regulatory Changes 

 
¾ The costs that are deferred or postponed until the future 

 
¾ The full ongoing impacts of grants 

 
¾ The future costs of PERS 

 
¾ The accumulation of benefit liabilities 

 
¾ The costs of new programs that are not fully funded 

 
¾ The difference between ongoing and one-time expenses and revenue 

 
¾ The operating costs associated with capital improvement projects 

 
¾ The impact of demographic and economic changes on services, revenue and 

program costs 
 
¾ Analyze financial trends 

 
¾ Assess problems and opportunities facing Long Beach 
 
¾ Identify alternative strategies needed to address the issues 

 
¾ Develop long-term forecasts and revenue and expenditures using alternative 

economic, planning and policy assumptions 
 

10.  Debt Issuance 
 

General Fund long-term debt payments shall not exceed 10 percent of operating 
expenditures. In addition, the City shall not issue long-term (over 1-year) General 
Fund debt to support operating costs.  All General Fund debt issuances shall identify 
the method of repayment (or have a dedicated revenue source).  
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IV. STATUS OF FY 06 RECOMMENDATIONS 
 
As part of the adoption of the FY 06 Budget, the BOC made several recommendations 
to further the progress made to restore sustainability in Long Beach.  The results shown 
in the matrix below demonstrate that the City is served well by having its policy leaders 
involved in the detailed budget discussions.  This report provides a detailed listing of all 
FY 06 BOC recommendations along with their current status.  
 
 Recommendation Current Status Recommended Future Steps

1 Recommend the City Council adopt the 
proposed updated Financial Strategic Plan. Adopted by Council 9/13/05 Completed 

2 Recommend reaffirmation of existing City 
Financial Policies. Adopted by Council 9/13/05 Completed 

3

Support the City Manager’s proposed 
enhancements related to Public Safety, 
Infrastructure, Community Planning, Litter 
and Graffiti abatement and other quality of 
life issues, which have been identified as 
core services, community priorities and/or 
as Mayor and City Council priorities.

Adopted by Council 9/13/05 Completed 

4
Support the fee increases and adjustments 
proposed by the City Manager and Board 
of Water Commissioners.

Adopted by Council 9/13/05 Completed 

5
Recommend implementation of Phase II of 
the Citywide Fee Study to further reduce 
the structural deficit.

City Council adopted a revised Financial 
Policy on User Fees and Charges on July 11, 
2006.  The revised policy ensures the 
eventual full cost recovery for fee-based 
services unless a public benefit can be 
demonstrated to justify an ongoing subsidy.

Completed 

6
Recommend completion of research and 
recommendation for revenue generating 
ballot initiatives to the City Council.

Presentation made to the City Council on 
May 23, 2006.  Joint presentations by Long 
Beach Police, Fire and Library Services were 
conducted for community groups during the 
spring and summer.  On August 1, 2006, the 
City Manager delivered a final report on 
outreach regarding potential November 2006 
ballot initiatives.

Completed

7

Concur with the Mayor’s recommendation 
to include funding for educational 
programming and services to youth in the 
Library Department.

Adopted by Council 9/13/05 Completed

8

Concur with the Mayor’s recommendation 
to include funding for the Municipal Band, 
specifically, ”Recommend that the 
Municipal Band Concerts be returned to an 
eight-week schedule, to possibly include 
performances in districts currently not 
represented.  We encourage the pursuit of 
private sponsorships for these popular 
events, as well as recommend that the City 
Manager pursue funding from non-General 
Fund sources.  

Per the BOC and Mayor's recommendations, 
non-General Fund sources will be used to 
fund the return of an 8-week Municipal Band 
summer concert season as well provide 
district-based performances.  

Completed
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Recommendation Current Status Recommended Future Steps

9

Concur with the Mayor’s recommendation 
to include funding for Fourth of July 
Fireworks, specifically, “Recommend the 
reinstatement of the City’s support for an 
annual Fourth of July fireworks show, 
displayed off our coastline at a location to 
be determined by the City Manager, and to 
be funded from non-General Fund 
sources.”  The BOC recommends the 
pursuit of private sponsorships as well.

Adopted by Council 9/13/05 Completed

10

When considering City Council budget 
concerns, program restoration must be 
considered only when offsetting funds have 
been identified. 

At the request of the City Council, the Library 
Youth Program and PAL were restored in FY 
06 with offsetting funds.  

Completed

11

Concur with the City Manager’s 
recommended reviews and optimization 
efforts for FY 06 including the Youth 
Services Master Plan, Information 
Technology, Health Insurance, Parking 
Management, Fleet Parts, Communication 
and Marketing, Messenger and Mail 
Services, and Custodial Services .

Presentation made to the BOC on May 16, 
2006 on completed and ongoing optimization 
efforts. 

Completed

12 Recommend implementation of Parking 
Optimization results.

Community Development presented an 
update on the Parking Optimization Study to 
the BOC on May 16, 2006.  An overview of 
the Citywide parking meter rates and parking 
management issues was brought to the BOC 
at the June 2, 2006 work session.  

Completed

13

As mentioned in the Clarion Study and 
proposed by Councilmember Lerch and 
Redevelopment Agency Boardmember Bill 
Baker, the BOC concurs in requesting the 
Redevelopment Agency consider taking the 
Port Area Property Tax Increment assigned 
to the North Long Beach Redevelopment 
Project Area and transfer it to the City for 
general City purposes.

For FY 06, the City received a transfer from 
the Redevelopment Agency to support police 
services in the downtown entertainment zone 
in the amount of $905,000 and $395,000 
toward the structural deficit.  As part of the 
Mayor's FY 07 Budget recommendations, an 
updated calculation of the Port-area TI 
should be considered regarding the growth in 
overall property valuations and future 
transfers.

Included as part of the BOC FY 07 
Recommendations

14
Recommend the City Council request the 
Redevelopment Agency to develop a 
repayment schedule for outstanding loans.

After a one year delay of of no action, staff 
proposed a presentation on RDA debt owed 
to the General Fund which was presented to 
the BOC on April 18, 2006 and on July 11, 
2006.  A staff-proposed repayment schedule 
was adopted by the RDA Board on August 
21, 2006.

The BOC FY 07 propose an 
alternative repayment schedule in 
its recommendations.
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Recommendation Current Status Recommended Future Steps

15

Recommend the City Manager and staff 
focus greater attention on achieving 
increased contracting-in opportunities and 
utilization of our workforce capacity to 
generate revenue.

A presentation was made to the BOC on 
Contracting-In Services on July 11, 2006.

Recommend the City Manager 
identify existing staff be dedicated 
to performing a detailed contracting-
in, marketing and capacity analysis 
and implement findings in FY 07.

16

Recommend that the restoration of the 
sixth day of operation at the Main Library 
be a funding priority when other programs 
are considered for restoration.

Curtailed library hours are still in effect during 
FY 06 pending the identification of additional 
resources. 

Concur with the Mayor's 
recommendation to use $1.3 million 
in Proposed FY 07 structural 
surplus to restore library hours.  
Also, funding sources should be 
sought and identified to fully fund 
library services at levels 
recommended by the City Manager 
through the Long Beach Challenge.

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Page 11 



CITY OF LONG BEACH PROPOSED FISCAL YEAR 2007 BUDGET  
BUDGET OVERSIGHT COMMITTEE REPORT AND RECOMMENDATIONS 
SEPTEMBER 5, 2006 

 
 
 
 
 
 
 
 
 
 
 
 
 
 

THIS PAGE LEFT INTENTIONALLY BLANK 

Page 12 



CITY OF LONG BEACH PROPOSED FISCAL YEAR 2007 BUDGET  
BUDGET OVERSIGHT COMMITTEE REPORT AND RECOMMENDATIONS 
SEPTEMBER 5, 2006 

 
V. DISCUSSION OF FY 07 RECOMMENDATIONS 
 
During the year, the BOC met to prepare for and discuss the FY 07 Budget.  These 
meetings resulted in the following recommendations that will be discussed in detail 
below: 

 
1) Recommend the City Manager identify existing staff to be dedicated to 

performing a detailed contracting-in marketing and capacity analysis and 
implement findings in FY 07 

 
As defined in previous City Council discussions, contracting-in refers, in general, to 
the provision of services to other agencies and cities by the City of Long Beach.  A 
spirit of entrepreneurship often drives contracting-in initiatives, but the capacity to 
provide these services ensures their success.  Success can then be measured by 
having additional resources to expand services, through which fixed costs can be 
distributed, and upon which the City can draw upon as backup in cases of 
emergency. 
 
The City of Long Beach currently contracts-in services that have averaged 
approximately $18.2 million in revenue for the last three fiscal years (2004-2006) in 
all funds.  This amount, however, includes $12.1 million received for the provision of 
refuse services ($9.3 million), gas services to select cities/areas ($2.5 million) and 
water services to select areas ($326,000). 
 
The remaining $6.1 million of the $18.2 million in revenue is received for the 
provision of various services to other agencies and cities.  The highest revenue 
generator is the Police Department with approximately $2.9 million in revenue 
received for providing security services to the Long Beach Community College and 
other areas, policing services to Long Beach Transit and Los Angeles County’s 
Carmelitos Housing Development, and other services to Federal, State and regional 
agencies.  The Parks, Recreation and Marine Department generates approximately 
$700,000 in revenue for providing after school programs to the Long Beach Unified 
School District and for debris removal on beaches and marinas for Los Angeles 
County.  Other revenue generators include the Departments of Public Works, Health 
and Human Services and Technology Services. 
 
In order to achieve increases in contracting-in revenue, the City will need to conduct 
a capacity analysis of City departments, as contracting-in is only a viable endeavor if 
the City has excess capacity through which contracting-in will help mitigate existing 
fixed costs.  This analysis will evaluate the current services being provided to other 
agencies and cities and their cost methodologies and billing systems.  This analysis 
will also entail determining each department’s ability to handle additional workload to 
provide outside services.  Departments’ current productive labor hours would also 
need to be analyzed to determine the availability, if any, of excess productive hours 
that can be used to provide additional services to other cities and agencies.   
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A Marketing Plan is an essential document for a large organization planning to 
market a new or existing product or service.  The development of a marketing plan 
would ensure that any direction and rationale to offer services to other agencies or 
cities would be focused and comprehensible.  Essentially the Marketing Plan: 
 
• Induces the City’s marketing staff to look externally in order to fully understand 

the market in which they operate 
• Assesses the entity’s ability to successfully deliver services being marketed 
• Sets future goals and provides direction for marketing efforts that everyone within 

the organization should understand and support  
• Can be a key component in obtaining funding to pursue new initiatives 
• Identifies cities that might also conduct meetings that would explore the benefits 

of City of Long Beach services 
 
The City should also leverage existing relationships that current elected officials as 
well as executive leaders have with other local cities to increase the possibility of 
contracting-in opportunities. 
 
To complete the capacity analysis, Marketing Plan and to leverage existing 
relationships to maximize contracting-in opportunities, the BOC recommends the 
City Manager identify existing staff to lead this effort for the City. 

 
2) Recommend the City Council approve the BOC agreed upon Redevelopment 

Agency Repayment Schedule of loans from the City as part of the FY07 budget 
adoption; and, Recommend that North Redevelopment Property Tax Increment 
generated by port district assets continue to be shared for general City 
purposes in accordance with the Clarion Study 

 
Loans: 
The City loaned the Redevelopment Agency's Downtown Project Area (Downtown 
RDA) grant monies, in lieu of using those funds to serve neighborhood needs, in 
order to develop a vital downtown.  Those loans now amount to $85 million, 
including interest.  These loans from the City were established to fund investments 
in redevelopment areas and to assist the RDA in amassing debt needed to qualify to 
receive property tax increment revenue.  In addition to the loans to the Downtown 
RDA, the City also loaned money to the Poly High and Central Project areas. 
 
In last years (2005 –2006) BOC recommendations to the City Council, it was 
recommended that the RDA develop a repayment schedule for its loans to the City.  
On August 21, 2006, the RDA adopted a staff prepared repayment schedule after 
multiple requests for the Downtown RDA loans that would commence in FY 08 (not 
FY 07), based on the amount generated by the Pike Project, which is estimated to 
be approximately $700,000 in FY 08.  The BOC was concerned that the repayment 
schedule was put off for a second consecutive year, and hereby recommends that 
the payments begin in FY 07 at $500,000, increased to $1,000,000 in FY 08, and 
then increased each year thereafter by another $125,000.  This recommendation is 
intended to establish a plan for repayment, with the full understanding that 
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repayments must be approved each year by the RDA board and City Council.  
Please see Attachment E for Repayment Schedule. 

 
North Redevelopment Area (North RDA)- Port District Property Tax Increment 
In FY 06, separate from the loans mentioned above and in accordance with the 
Clarion Study, the North RDA began sharing $1.3 million with the City the net 
property tax increment derived from assets located in the Port District (North RDA 
Net Port TI).  As the RDA is precluded by law from simply transferring any property 
tax increment to the City, the sharing of the initial $1.3 million of North RDA Net Port 
TI was accomplished by having North RDA pay some of Central RDA's housing set-
aside; this action freed up Central RDA funds to repay some of Central RDA's loan 
from the City. 
 
In his FY 07 Budget Recommendations, the Mayor proposes to utilize the $2 million 
increase in Port TI (now estimated to total $3.3 million in FY 07) to initiate 
replacement of some of the City's fire stations, thus reducing the General Fund's 
need to fund such projects.  The BOC recommends the City Council adopt a policy 
to request that this North RDA Net Port TI continue to be dedicated to general City 
purposes. 

 
3) Recommend the City Manager pursue the following initiatives, based on 

Employee Innovation Team Implementation proposals: 
 

• Create a Revenue Collection Enforcement Team that is charged with 
maximizing revenue collection  
 
A Revenue Collection Enforcement Team would begin an immediate review of 
the City’s revenue streams, identifying instances where service delivery is being 
subsidized, implementing the changes recommended by the new Fee Study, 
recognizing departments that meet revenue targets, and developing incentive 
and performance structures for accountability by departments.  This team would 
also implement an Action Plan that consists of four phases to show results early, 
set up a revenue tracking system, create a comprehensive revenue manual, and 
make revenue policy recommendations.  
 

• Expand the cost recovery program for law violators to all impacted 
departments with recurring costs 

 
The following are both in the California Government Code and in the City of Long 
Beach Municipal Codes relating to emergency response cost recovery for 
violations. 
 
California Government Codes 
 
53151.  Any person who is under the influence of an alcoholic beverage or any 
drug, or the combined influence of an alcoholic beverage and any drug, whose 
negligent operation of any boat or vessel caused by that influence proximately 
causes any incident resulting in an appropriate emergency response, and any 
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person whose intentionally wrongful conduct proximately causes any incident 
resulting in an appropriate emergency response, is liable for the expense of an 
emergency response by a public agency to  the incident. 
 
53154.  The expense of an emergency response shall be a charge against the 
person liable for expenses under this article.  The charge constitutes a debt of 
that person and is collectible by the public agency incurring those costs in the 
same manner as in the case of an obligation under a contract, expressed or 
implied, except that liability for the expenses provided for in this article shall not 
be insurable and no insurance policy shall provide or pay for the expenses. 
 
53155.  In no event shall a person's liability under this article for the expense of 
an emergency response exceed twelve thousand dollars ($12,000) for a 
particular incident. 
 
City of Long Beach Municipal Codes  
 
2.97.010 Definitions - "Expense of an emergency response" means those costs 
incurred by the city of Long Beach in making any appropriate emergency 
response to the incident, and shall be comprised of all costs directly arising 
because of the response to the particular incident, including, but not limited to, 
the costs of providing police, firefighting, rescue, and emergency medical 
services at the scene of the incident, as well as the salaries of the personnel 
responding to the incident. (Ord. C-6428 § 1 (part), 1987). 

2.97.020 Emergency response cost recovery program - Pursuant to the authority 
vested in the city of Long Beach by state statute, each person who is under the 
influence of an alcoholic beverage or any drug, or the combined influence of an 
alcoholic beverage and any drug, whose negligent operation of a motor vehicle, 
boat, vessel, or aircraft caused by that influence proximately causes any incident 
resulting in an appropriate emergency response, or whose intentionally wrongful 
criminal act proximately causes any incident resulting in appropriate emergency 
response, shall pay to said city the expense of such an emergency response. In 
no event shall a person's liability under this chapter exceed the maximum 
allowable under state statute, and all costs assessed pursuant to this chapter 
2.97 shall reasonably relate to the actual cost of the expense incurred by the city. 
(Ord. C-6428 § 1 (part), 1987).  

2.97.030 Collection of costs - The expense of an emergency response shall be 
charged against the person liable for the expenses under this chapter. The 
charge constitutes a debt of that person to the city of Long Beach, and is 
collectible by said city in the same manner as in the case of an obligation under a 
contract, expressed or implied. (Ord. C-6428 § 1 (part), 1987). 

  
At this time, the Long Beach Police Department currently provides the 
Department of Financial Management with expenses attributed to violations in 
the Long Beach Municipal Code.  This recommendation is to ensure that all 
impacted departments bill for full cost recovery in applicable cases. 
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• Develop safety programs and preventative measures that provide 

incentives for reducing Workers’ Compensation costs 
 
There is currently no system in place to reward departments for decreasing 
accidents and associated Workers’ Compensation costs in the workplace.  
Departments should develop safety programs and preventative measures that 
provide incentives to employees for reducing Workers’ Compensation costs.  The 
possible options stemming from this recommendation are:  

 
• Enhance effectiveness of the current Larry C. Larson Safety Award 
• Establish a mini Larry C. Larson Safety Award Program in each department 
• Expand team version of the “Caught in the Act” inspection award  
• Establish a “Totally Trained Team” 100% training compliance award 

 
4) Recommend support of the City Manager’s proposed fee increases using the 

full-cost methodology developed through the fee study, in support of the City 
Council’s newly adopted fee policy 

 
Fulfilling the BOC’s recommendation, the City of Long Beach engaged the Public 
Resource Management Group (PRM) to review its user fees and charges.  PRM was 
charged with determining the full cost of fee-related services and providing the City 
with information regarding best practices and industry conventions.   

 
The first phase of the study was designed to identify fees that are significantly below 
estimated reasonable costs.  This study was presented to the BOC during its 2005 
budget workshops, and fee increases were approved by the City Council on August 
2, 2005 as well as through the FY 06 Adopted Budget.  The total estimated 
annualized revenue from Phase 1 fee adjustments is $1,239,000, which was used to 
reduce the structural deficit. 

 
The second phase of the study was designed to review fees in more detail and on 
an individual basis.  Phase II established a methodology to quantify costs of services 
delivered related to each fee.  The City will be able to use a generally accepted 
methodology when setting and adjusting fees or service levels related to those fees.   

 
To further demonstrate their commitment to fiscal responsibility and leadership, at 
the BOC’s recommendation, the City Council adopted an amended Financial Policy 
on User Fees and Charges on July 11, 2006 stating:  
 
“The City of Long Beach is empowered to recapture, through fees, up to the full cost 
of providing specific services.  Regular and consistent review of all fees is necessary 
to ensure that the costs associated with delivery of individual services have been 
appropriately identified, and that the City is fully recovering those costs.  It is the 
City’s policy to set user fees at full cost recovery levels, except where a greater 
public benefit is demonstrated to the satisfaction of the City Council, or when it is not 
cost effective to do so.” 
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In a direct move toward full compliance with this Financial Policy, the City expects to 
recoup Citywide an additional $5.5 million in fees for service in FY 07, of which 
approximately $1.4 million are in the General Fund.  While it would neither be 
possible nor advisable to increase all fees to 100 percent cost recovery in a single 
year, the City has committed to, and the BOC supports, adjusting its fees at a 
measured pace over the next 2-3 years to eliminate subsidies that are not deemed 
to provide a greater public benefit.   
 

5) Recommend the City Manager present recommendations to the City Council 
from the Parking Optimization Study regarding current rates, and develop a 
Citywide parking strategy that would include meters, structures and lots. 
 
A preliminary survey of existing citywide parking assets, issues, and needs is being 
conducted by the Parking Operations Officer.  Staff has been actively involved in 
addressing operational issues at some of the City’s parking locations and has made 
an immediate impact.  Continued operational changes will be addressed to create a 
positive parking experience for visitors of City attractions (Pine, Pike, Aquarium).  
Additional parking system improvements and recommendations that focus on the 
previously completed optimization studies will be developed and discussed by this 
new Parking Committee before full implementation to ensure staff’s plans are 
aligned with the impacted community. 
 

6) Recommend the development of multi-year financial strategies and priorities 
to address critical unmet City Infrastructure and Public Safety needs such as: 

 
� One Time Revenue/Expenditures 

a. Streets, alleys, sidewalks, curbs, street drainage and potholes; 
b. Fire and Police Facilities;  

 
� On-Going Revenue/Expenditures 

a. Police Officer Recruitment and Retention; and 
b. Library  Programs, services and hours of operation. 

 
The City’s 100+ year old infrastructure has long been overlooked to allow for 
program and service enhancements.  Due to deferred maintenance, many facilities 
and streets are in a deteriorated state, some on the brink of failure.  The City needs 
to make immediate preventive maintenance and repair investments in streets, alleys, 
sidewalks, street drainage, potholes and facilities, etc. to avoid greater replacement 
costs in the future. 
 
The BOC recommends that any available unallocated one-time revenues in FY 07 
be used to fund infrastructure repair in FY 07.  Also, a financial strategy should be 
developed, including but not limited to a bond issue, to address this critical 
infrastructure need for the future.  
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As the Mayor addressed in his FY 07 Budget recommendations presented to the 
City Council on August 15, 2006, a trend has emerged of specialty trained Police 
Officers leaving Long Beach and transferring to other municipalities.  The BOC 
recommends that financial strategies be addressed to solve recruitment and 
retention issues in this area as well. 
 
Lastly, while the BOC supports the Mayor’s use of $1.3 million in structural surplus 
and $400,000 in available one-time resources toward Library hours, homework help 
and materials restoration, the BOC concurs with the goal to identify additional 
resources that would provide the necessary funds to make our Library system a truly 
state-of-the-art resource for the entire community. 

 
7) Recommend the City Manager and City Council evaluate potential April 2008 

tax measures and other revenue opportunities during FY 07, including, but not 
limited to: 

 
� Fee Based Revenue Generating Options not Requiring a Vote of the 

Public 
a. Container Fee 
b. Rental Car Fee 
 

� Non-resident Tax Generating Options 
a. Oil Production  
b. Transient Occupancy  

 
� Local Resident and Business Tax Generating Options1 

a. Local Parcel 
b. Mello Roos 
c. Parking Lot 

 
In 2005, the City Council supported the BOC’s research of revenue generating 
options.  At the recommendation of the BOC, the City Council directed the City 
Manager to conduct research regarding community priorities and the feasibility of 
various revenue generating ballot measures.  Although the BOC agrees with City 
staff that November of 2006 is not the ideal time to place a tax initiative on the ballot, 
the BOC concurs with the Mayor regarding the reconsideration of efforts for 2007 or 

                                                           
1 Proposition 218 requires a two-thirds popular vote at either a special or general election for any tax 
whose proceeds are designated in advance for a particular use. 
 
In contrast, a tax that would generate revenue that is not designated or restricted in its use can be 
approved with a simple majority voter approval, but can only be conducted during a general election. 
 
A possible alternative to obtain a tax for a specific use and that only requires a majority vote would be 
to have a general tax measure on the same ballot with a non-binding advisory measure, the latter of 
which would indicate the voters’ preference for how the general tax revenues should be spent.  
However, the City would not be legally required to spend the revenues in accordance with the voters’ 
preference. 
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2008, to include funding alternatives to enhance police patrol, fire response, library 
services and infrastructure.   
 
The BOC has begun collecting information on the various discussions of a Container 
Fee by Senator Lowenthal SP 7602, SCAG and others in light of the impact of the 
Port of Long Beach on the community as a whole.  Please see Attachment A and B 
for a summary of completed Container Fee research and the City Attorney’s 
responses to BOC questions, respectively.   
 
Likewise, information has also been collected concerning the Oil Production, 
Parking, Transient Occupancy, Parcel and Sales tax.  Please see Attachment C to 
review previously conducted BOC research on these revenue generating 
opportunities. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

                                                           
2 The United States Supreme Court has held that a local government cannot impose an ad valorem 
tax on containers for general revenue purposes.  The City Attorney has also previously advised the 
Committee that state and local governments can impose service fees and impact fees.  Service fees 
and impact fees must not exceed the estimated cost of the service of impact or they may be found to 
be taxes imposed for revenue purposes, which are subject to more stringent constitutional 
constraints.   

 
In the Harbor District, the Board of Harbor Commissioners has exclusive jurisdiction to impose fees 
for harbor services and impacts.  The Board imposes many different fees, including those for pilot 
services, docking facilities and wharf facilities.  Some of these fees are assessed on a per-container 
basis.  The Harbor Department also passes along to harbor-users harbor-related costs incurred by 
other City departments, including Police and Fire.   
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VI. RECOMMENDATIONS FOR FUTURE CONSIDERATIONS 
 
While this report focuses on immediate recommendations for FY 07, there are several 
issues that require further research and discussion by the BOC before 
recommendations to the City Council can be made.  These include: 
 

1) Develop financial strategies to address future liabilities, as identified in the City 
Manager’s Proposed Financial Strategic Plan including annual costs for:   

 
� Negotiated increase to bring police personnel to the median of the City’s 

comparable agencies ($10-$15 million) 
� Fire and non-sworn personnel negotiations ($1.5 million per additional 1 percent 

growth in salaries) 
� City Hall seismic retrofit ($3.5 million – early estimate) 
� Annual set-aside for GASB 45 retiree healthcare liabilities ($2.5 million) 
 
With these reoccurring annual costs on the horizon, the City must continue to take a 
fiscally prudent approach when making decisions about the use of available General 
Fund resources, especially structural resources.   

 
2) Evaluate and develop financial strategies to address critical unmet City infrastructure 

needs.  
 

3) Continue further discussions of outstanding resident, employee and Innovation 
Team recommendations. 

 
4) Review the progress of the Focus on Results (FOR) Long Beach performance 

management efforts. 
 

5) Review and update the City Council Stated Priorities to ensure they reflect the 
community’s needs and include “Reduce poverty in the City of Long Beach”. 

 
6) Evaluate and develop long-term financial mechanism to increase the Arts Council 

budget. 
 

7) Evaluate and develop long-term financial mechanism to reinstate the Employee 
Tuition Reimbursement Program. 

 
8) Review the proposed items for consideration submitted by Councilwoman 

Schipske (Attachment D). 
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VII. RECOMMENDED ACTIONS 

 
It is respectfully requested that the City Council approve the FY 07 Proposed Budget, 
with the following recommendations: 
 

1) Recommend the City Manager identify existing staff to be dedicated to 
performing a detailed contracting-in marketing and capacity analysis and 
implement findings in FY 07; 

 
2) Recommend the City Council approve the BOC agreed upon Redevelopment 

Agency Repayment Schedule of loans from the City as part of the FY 07 budget 
adoption; and, Recommend that North Redevelopment Property Tax Increment 
generated by port district assets continue to be shared for general City purposes 
in accordance with the Clarion Study; 

 
3) Recommend the City Manager pursue the following initiatives, based on 

Employee Innovation Team Implementation proposals: 
 

a. Create a Revenue Collection Enforcement Team that is charged with 
maximizing revenue collection; 

 
b. Expand the cost recovery program for law violators to all impacted 

departments with recurring costs; and 
 

c. Develop safety programs and preventative measures that provide 
incentives for reducing Workers’ Compensation costs. 

 
4) Recommend support of the City Manager proposed fee increases using the full-

cost methodology developed through the fee study, in support of the City 
Council’s newly adopted fee policy; 

 
5) Recommend the City Manager present recommendations to the City Council 

from the Parking Optimization Study regarding current rates, and develop a 
Citywide parking strategy that would include meters, structures and lots; 

 
6) Recommend the development of multi-year financial strategies and priorities to 

address critical unmet City infrastructure and Public Safety needs such as:  
 

• One Time Revenue/Expenditures 
• Streets, alleys, sidewalks, curbs, street drainage and potholes; 
• Fire and Police Facilities;  

 
• On-Going Revenue/Expenditures 

• Police Officer Recruitment and Retention; and 
• Library Programs, services and hours of operation. 
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7) Recommend the City Manager and City Council evaluate potential April 2008 tax 
measures and other revenue opportunities during FY 07, including but not limited 
to: 

 
• Fee Based Revenue Generating Options not Requiring a Vote of the 

Public 
o Container Fee 
o Rental Car Fee 

 
• Non-resident Tax Generating Options 

o Oil Production  
o Transient Occupancy  

 
• Local Resident and Business Tax Generating Options 

o Local Parcel 
o Mello Roos 
o Parking Lot 

 
8) Evaluate and develop long-term financial mechanism to address the on-going 

graffiti removal program. 
 
9) Recommend reaffirmation of existing City Financial Policies, as amended; 

 
10) Support the City Manager’s proposed enhancements related to Infrastructure and 

other quality of life issues, which have been identified as core services, 
community priorities and/or as Mayor and City Council priorities; 

 
11) Support the fee increases and adjustments proposed by the City Manager and 

Board of Water Commissioners. 
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City of Long Beach
Budget Oversight Committee

Fiscal Year 2007
Schdule of Propsed Debt Repaymeants

from RDA to General Fund

Staff Proposed to 
RDA Board

BOC 
Recommendation

FY 07 -$                             500,000$                
FY 08 696,685$                 1,000,000$             
FY 09 710,619$                 1,125,000$             
FY 10 724,831$                 1,250,000$             
FY 11 739,328$                 1,375,000$             
FY 12 754,115$                 1,500,000$             
FY 13 769,197$                 1,625,000$             
FY 14 784,581$                 1,750,000$             
FY 15 800,272$                 1,875,000$             
FY 16 816,278$                 2,000,000$             
FY 17 832,603$                 2,125,000$             

FY 18 and beyond*

* Note: there is no difference between the two
  proposals beginning in FY18, as
  both propose to make the maximum
  payment until the loans are
  fully repaid.
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